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The Scottish Economy 
Economic Indicators 
PRODUCTIOM 
The i n d e x o f i n d u s t r i a l 
p r o d u c t i o n ( e x c l u d i n g MLH 104) 
for Scot land i s e s t imated a t 87.8 
(1975=100) fo r t h e t h i r d q u a r t e r 
of 1981, an inc rease of 1.2% from 
t h e l e v e l of t h e second q u a r t e r . 
Over t h e c o r r e s p o n d i n g p e r i o d 
o u t p u t in t h e UK r o s e by 0.9? to 
90 .7 . In S c o t l a n d t h e s l i g h t 
recovery in output was r e f l e c t e d 
in a l l b road i n d u s t r i a l s e c t o r s 
a p a r t from Gas, E l e c t r i c i t y and 
W a t e r , a l t h o u g h w i t h i n 
m a n u f a c t u r i n g d e c l i n e c o n t i n u e d 
i n t e x t i l e s , l e a t h e r a n d 
c l o t h i n g . In compar i son w i t h 
t h e UK as a w h o l e , S c o t l a n d 
f a r e d b e t t e r i n M e t a l 
Manufacture, Mining and Quarrying 
and Cons t ruc t ion . 
C o m p a r i n g t h e l a t e s t f o u r 
q u a r t e r s with the preceding four , 
i n d u s t r i a l p r o d u c t i o n f e l l by 
7.9? in S c o t l a n d and 9.2$ in t h e 
UK. While t h i s i n d i c a t e s t h a t 
the r a t e of d e c l i n e in o u t p u t has been l e s s marked in S c o t l a n d than in t he 
UK, as a whole i t shou ld be noted t h a t t he o v e r a l l o u t p u t index l e v e l i s 
s t i l l h igher in the UK than in Scot land. 
I n d u s t r i a l product ion f i g u r e s (excluding MLH 104) a v a i l a b l e for the four th 
qua r t e r of 1981 for the UK show t h a t the recovery in output was s h o r t l i v e d 
as o u t p u t l e v e l s f e l l by 0.3 to 90 .4 . I t i s l i k e l y t h a t t he S c o t t i s h 
f igu res for the four th q u a r t e r of 1981 w i l l r e f l e c t the f a l l experienced in 
the UK. 
The respondents of the Apri l 1982 CBI I n d u s t r i a l Trends Survey r epo r t t h a t , 
compared t o t h e J a n u a r y s u r v e y , b u s i n e s s c o n f i d e n c e has s t r e n g t h e n e d 
s l i g h t l y . There i s , however , l i t t l e s i gn of a c t u a l r e c o v e r y in t h e 
economy, on ly i n d i c a t i o n s t h a t t he p e r i o d of r a p i d d e c l i n e i s ove r . A 
b a l a n c e of 2% ( -1J in J a n u a r y ) of f i r m s were more o p t i m i s t i c about t he 
general bus iness s i t u a t i o n in t h e i r i ndus t ry than four months ago. While 
t h i s s u g g e s t s no l a r g e improvement over t he four month p e r i o d i t i s t h e 
f i r s t p o s i t i v e balance s ince Ju ly 1976. However the outlook with regard to 
5 
i n v e s t m e n t i n t e n t i o n s i s not encourag ing . A b a l a n c e of 37% of f i r m s e x p e c t 
t o a u t h o r i s e l e s s c a p i t a l e x p e n d i t u r e on b u i l d i n g s (28? in January) over t h e 
n e x t t w e l v e m o n t h s . A u t h o r i s a t i o n s f o r c a p i t a l e x p e n d i t u r e on p l a n t and 
m a c h i n e r y a r e a l s o e x p e c t e d t o be l o w e r by a b a l a n c e o f 17? of f i r m s (21? in 
January) . The main r e a s o n s for e x p e c t e d c a p i t a l e x p e n d i t u r e a u t h o r i s a t i o n s 
a r e r e p o r t e d t o be " to i n c r e a s e e f f i c i e n c y " ( 6 4 ? ) or "for r e p l a c e m e n t " 
(48? ) r a t h e r than "to expand c a p a c i t y " ( 8 ? ) . In f a c t , i n r e l a t i o n t o 
e x p e c t e d demand o v e r t h e n e x t t w e l v e m o n t h s , 98? of f i r m s h a v e a t l e a s t 
adequate c a p a c i t y , and for the m a j o r i t y (69?) p r e s e n t f i x e d c a p a c i t y i s more 
than a d e q u a t e . U n c e r t a i n t y a b o u t demand r e m a i n s t h e p r i n c i p a l f a c t o r 
l i m i t i n g i n v e s t m e n t p l a n s o v e r t h e n e x t y e a r . C a p a c i t y u t i l i s a t i o n 
improved s l i g h t l y o v e r t h e f o u r m o n t h s t o A p r i l , w i t h 71? of r e s p o n d e n t s 
r e p o r t i n g t h e i r c u r r e n t l e v e l s o f o u t p u t t o be b e l o w c a p a c i t y (76? i n 
January) . N o n e t h e l e s s u n d e r u t i l i s a t i o n remains widespread in b o t h S c o t l a n d 
and t h e UK. 
W h i l e t h e r e s u l t s of t h e January s u r v e y i n d i c a t e d some s l i g h t i n c r e a s e i n 
respondents output during the f o u r t h quar ter of 1981, the f o r e c a s t s f o r t h e 
four months f o l l o w i n g the survey s u g g e s t e d t h a t lower o u t p u t vo lumes cou ld 
be e x p e c t e d . This has been conf irmed by the Apr i l survey w i t h a b a l a n c e of 
7? of re spondents r e p o r t i n g lower output vo lumes . F o r e c a s t s for t h e second 
q u a r t e r of 1982 i n d i c a t e an e x p e c t a t i o n of a f u r t h e r s l i g h t d e c l i n e i n 
output , w i th a ba lance of 4? of f i r m s e x p e c t i n g lower o u t p u t l e v e l s . The 
l a c k of o r d e r s or s a l e s c o n t i n u e s t o be the most important f a c t o r l i m i t i n g 
o u t p u t l e v e l s . A l t h o u g h t h e v o l u m e of t o t a l new o r d e r s i s i n d i c a t e d t o 
have d e c l i n e d o v e r t h e f o u r months t o A p r i l by a n e t 6? of f i r m s , t h i s i s a 
s m a l l e r p r o p o r t i o n than in January ( 2 0 ? ) . Further f a l l s in new o r d e r s a r e 
e x p e c t e d t o be s l i g h t . However p r e s e n t o r d e r b o o k s a r e r e p o r t e d t o be 
below normal for 59? of re spondents and normal for 34? . 
Export p r o s p e c t s c o n t i n u e t o be d e p r e s s e d w i t h 68? of f i r m s r e p o r t i n g t h e i r 
p r e s e n t o r d e r book t o be b e l o w n o r m a l . The v o l u m e of new e x p o r t o r d e r s 
d e c l i n e d f o r a n e t 3 1 ? o f e x p o r t e r s , c o m p a r e d w i t h 43% i n J a n u a r y , 
s u g g e s t i n g t h a t t h e r e has been some e a s i n g in t h e r a t e of d e c l i n e . Expor t 
d e l i v e r i e s h a v e a l s o c o n t i n u e d t o d e c l i n e f o r a n e t 38? of e x p o r t e r s w i t h no 
change a n t i c i p a t e d over t h e second q u a r t e r of 1982. S u r p r i s i n g l y , a l a r g e 
p r o p o r t i o n of f i r m s r e p o r t a r i s i n g t r e n d in a v e r a g e p r i c e s a t which e x p o r t 
orders are booked. A b a l a n c e of 65? of r e p l i e s (24? in J a n u a r y ) s u g g e s t s a 
s h a r p r i s e i n e x p o r t p r i c e s o v e r t h e f i r s t q u a r t e r of t h i s y e a r . By 
c o n t r a s t on ly 27? e x p e c t t o i n c r e a s e p r i c e s ove r t h e second q u a r t e r . T h i s 
i s c o n s i s t e n t w i t h t h e r e p o r t s t h a t o n l y 32? of f i r m s ( 7 3 ? i n J a n u a r y ) 
expec t o v e r s e a s p r i c e c o m p e t i t i o n t o l i m i t f i r m s ' a b i l i t y t o o b t a i n e x p o r t 
o r d e r s . I n t h e A p r i l s u r v e y t h e m a i n c o n s t r a i n t s a r e q u o t e d t o be 
p o l i t i c a l and economic c o n d i t i o n s a b r o a d by 67? of f i r m s , (29? in J a n u a r y ) 
and quo ta and i m p o r t l i c e n c e r e s t r i c t i o n s by 25? of f i r m s (14? in J a n u a r y ) . 
Of c o u r s e t h e r e s p o n d e n t s w o u l d h a v e b e e n a w a r e of t h e c r i s i s o v e r t h e 
F a l k l a n d I s l a n d s a s w e l l as d i f f i c u l t i e s i n e x p o r t i n g t o N i g e r i a . 
Employment p r o s p e c t s have d e t e r i o r a t e d a c c o r d i n g t o t h e A p r i l s u r v e y . The 
l a s t few s u r v e y s h a v e p o i n t e d t o a s l o w i n g down i n t h e r a t e of l a b o u r 
s h e d d i n g , h o w e v e r , a n e t 49? of f i r m s now r e p o r t a r e d u c t i o n in t h e numbers 
e m p l o y e d c o m p a r e d t o 35? i n J a n u a r y . F u r t h e r r e d u c t i o n s i n t h e n u m b e r s 
employed a r e e x p e c t e d by a n e t 37? of e m p l o y e r s . 
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COMPANY FORMATIONS AND DISSOLUTIONS 
For the first quarter of 1982 both incorporations and dissolutions are 
recorded at historically high levels. There were 1 ,068 incorporations and 
539 dissolutions. These figures, while, in part, reflecting the flux which 
is now being experienced in the economy, are also likely to have been 
affected by institutional factors. 
BANK ADVANCES 
Total advances to UK residents, as of 17 February 1982, stood at £4,890m, an 
increase of £237m (4.8%) over the previous quarter. This represents a 
deceleration of the marked growth in advances which was observed in the 
third and fourth quarters of 1981. The figures show that advances by the 
Scotish Clearing Banks are still expanding at a rate which is probably in 
excess of that which is consistent with present monetary targets. 
CONSTRUCTION 
The total (current price) value of new orders received by the construction 
sector, for the fourth quarter of 1981, in Scotland was £231.42m. This 
represents a fall of slightly less than £12m on the previous quarter's 
figure, and brings the total value of orders received for 1981 to £917.47m. 
This gives a growth (excluding the Torness project) of 3.6$ current prices, 
over the corresponding 1980 figure. Once inflationary effects are 
accounted for, however, it is apparent that the real volume of construction 
activity contracted in 1981. 
An examination of the sectoral composition of new orders shows the public 
sector to have maintained its position, relative to the private sector. 
Excluding Torness, public sector orders grew by 14.6$ over 1981, while 
private sector orders declined by -11.3% over the same period. Given that 
these figures make no allowance for price increases, the decline in private 
sector orders is particularly marked; the burden of contraction being borne 
by industrial investors. For the industrial sub-sector, a remarkable -
57.4% current price decline in the value of new orders placed was recorded. 
Latest available figures show little sign of a more buoyant construction 
sector. 
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Industrial Performance 
The average market price of beef in Scotland has 
stabilised following a period of sharp rises at the end 
AGRICULTURE of 1981. Market prices remain well above the target 
price, so no variable premium is payable. The beef 
market remains buoyant because of relatively low 
levels of production. This is likely to continue in the short-term 
in Scotland, as the December census shows that more stock have been 
retainedfor breeding. The census suggests that the decrease in 
potential beef supplies is greater in Scotland than in the rest of the UK, 
and therefore the Scottish market price will remain higher. The Scottish 
average market price for sheep is close to the guide price, while the UK 
average price is slightly higher. 
Production of milk at the turn of the year was higher than for the 
comparable period of 1980/81. December production figures in the three 
marketing board areas show increases ranging from 4% to 5.5% on the previous 
year. The 1981 census for milk production shows that the industry has been 
badly affected by economic recession. Over the past three years cow 
numbers have fallen by 6.3%, and the number of registered milk producers has 
fallen by around 15%, well in excess of previous losses. 
Total landings of fish in Scotland by UK vessels in 1981 
were 443,687 tonnes, an increase of 19.4% on 1980, while 
FISHING the value of the catch was 12.2% higher in 1981. 
Average prices fell for haddock, cod and whiting. Total 
landings by foreign vessels in Scotland were down by 
74.5% in 1981 to around 1,100 tonnes. Reductions were experienced in 
most of the major catches, including cod, haddock, whiting and mackerel. 
Expressed as a percentage of overall landings in Scotland, the foreign share 
in 1981 was around 0.25%. 
The immediate fears for Scottish fishing are that haddock fishing may be 
suspended, because the present levels of catches, if continued, are likely 
to exceed the total allowable catch set by the EEC. In the first two 
months of 1982 total landings of haddock were 20,000 tonnes, which is a 220% 
increase on the 1981 figure. As haddock is the most valuable catch to the 
Scottish fleet, its loss for even a short period of time would be very 
serious. 
UK production of crude oil amounted to 23.5m tonnes at an 
average rate of 1.9 mbpd in the first quarter of 1981. 
OIL AND GAS This production rate was 7.5% higher than that of the 
equivalent period in 1981, but the use of oil products 
continued to decline (on a seasonally adjusted basis) to 
19.8m tonnes in the period January/March. However the demand for gas was 
boosted by the exceptionally cold winter to 25m tonnes equivalent in the 
first quarter of 1982, an increase of 38% on the corresponding 1981 period. 
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Total oil production in 1981 was valued at £12.3 billion and for the first 
time the UK was a net oil exporter over the year. 1981 gas production was 
37.4bn cubic metres, valued at £800 million. Official estimates of 
offshore oil reserves have recently been downgraded and now stand at 
2,100-4,300m tonnes. Gas reserves are estimated at 1,405bn cubic metres. 
Paralleling the downward revision of oil reserves, the Department of Energy 
have become less optimistic about the rate of growth of oil production, and 
are currently suggesting that production may remain 'static' at 90m tonnes 
p.a. during 1982 and 1983. 
Twelve new discoveries were made in the North Sea during 1981 - the highest 
total since 1976. However, the oil industry is warning that, because of 
rising costs, high taxes, and falling oil prices, at most three of these 
discoveries may actually be developed. In fact, a number of proposed 
developments have already been postponed during the last quarter: 
Shell/Esso have postponed an £800 million development of the Tern 
field, BP have postponed a £500m Andrews field project, and Philips 
have shelved a £2.3'billion development programme for the T-block complex. 
These postponements are having a deliterious effect on the offshore 
supplies industry. For example Foster Wheeler are reported to have 
lost a £40 million project services contract as a result of the Tern 
field decision. In total, 2,000 supply industry workers have recently 
been given conditional redundancy notices as a result of the downturn 
in development activity. On the positive side, Marathon drilled a 
successful test well in the Brae field during April and may announce a 
development programme this summer and Shell/Esso announced that they 
are fitting a unique sub-sea production system in Central Cormorant at a 
cost of £365 million. 
BNOC cut the base price of North Sea crude to $31pb in early March and spot 
prices for Arab light were as low as $28.50pb at that time. More recently, 
OPEC claim prices have 'firmed' round their base of $34, though spot prices 
still appear to be below this with North Sea crude trading at $33pb and Arab 
light at $31pb. 
The Oil and Gas (Enterprise) Bill has now passed through its committee stage 
and appears certain to become law by the summer. A major provision of the 
Act is the elimination of British Gas' monopoly control of natural gas 
supply, thereby creating the potential for private competition. However, 
the initial reactions of both oil companies and industrial gas users appear 
to be fairly cool, and the current view is that the provisions of the bill 
may not have any significant impact on the gas market for a number of years. 
FOOD, DRINK AND TOBACCO 
Output in the third quarter of 1981 rose 
by 11 to an index level of 93, the first 
increase in production in 1981. 
Comparing the year to September 1981 with 
the previous year, Scottish output 
declined by 5% a relatively worse 
performance than that of the UK as a 
whole where the fall in production over 
the same period was 2%. Response to 
the CBI survey for April 1982 suggests a 
stable outlook for the industry in 
coming months. On balance, respondents are slightly more 
optimistic about the business situation than four months ago, and for 
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the past two quarters more than 70% indicated that their general business 
conditions had neither worsened nor improved. 63% of respondents are 
producing below capacity, and the major l imiting factors on output and 
exports are demand, and the pol i t ical and economic climate abroad, 
respectively. 
A new bakery is to be built in the East End of Glasgow, by British Bakeries, 
within the next two years. I t will replace the company's existing plant 
and is intended to secure the jobs of 500 of the present 700 employees. 
More than one third of the investment cost of £11.5m will be met by a 
government grant. 
Total production of whisky in the fourth quarter of 1981 
was 79,831 thousand l i t res of pure alcohol. While this 
WHISKT figure is almost double the exceptionally low level of 
the previous quar ter , i t represents a decrease in 
production of 22.3% when compared with the fourth quarter of 1980. Annual 
figures show that whisky production in 1981 was only 64.4% of the 1980 
level. 
Export figures are unavailable for six months of 1981, but the information 
which is available suggests that while the volume of whisky exports fell in 
comparison with 1980, their value increased. Sales to the important US 
market rose, and there was an improvement in exports to the EEC countries. 
The downward trend of whisky sales in the UK was aggravated by the increase 
in the excise duty on spirits imposed in the March 81 Budget. Returns in 
the quarter following the application of the new duties were about 2.5% 
higher, when the expected increase had been in excess of 10%. On this 
evidence, the extra duty on spirits added in the latest Budget is likely to 
have a further harmful effect on domestic sales of whisky. 
The depressed demand conditions will make it necessary for the industry to 
extend its traditional close down period to a minimum of three months this 
summer. 
METAL MANUFACTURE 
The recovery of the metal manufacturing 
industry which took place during the 
first half of 1981 continued, with a 
small rise in the index of production 
being recorded during the third quarter 
of the year. The CBI reported an 
increase in overall optimism in its 
January 1982 survey and in April 91% of 
respondents' views on prospects for the 
industry were unchanged since the 
previous survey. 
After initial opposition, the pay and productivity agreement proposed by the 
British Steel Corporation has been accepted by the main union at Ravenscraig 
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and Gartcosh. This acceptance, together with further increases in 
productivity, are thought to be essential for the future of Ravenscraig. 
The government has approved in principle the plan to supply electricity at a 
reduced rate for the production of aluminium at Invergordon. The details 
are being worked out at the Scottish Office before negotiations take place 
with prospective buyers. British Aluminium are committed to maintain the 
plant until the end of June but this 'care and maintenance' period may have 
to be extended. 
ENGINEERING AND ALLIED INDUSTRIES 
Engineering production, as recorded in 
the index for the third quarter of 1981, 
has remained static. Within the overall 
figures, electrical engineering regained 
the ground that it had lost during the 
previous quarter, while output of the 
mechanical and instrument sector fell 
back. The CBI Survey for April 1982 
shows little change in overall optimism 
although order books have improved 
slightly since January. There is one 
significant change that is worth noting. In January 90% of respondents 
reported that 'prices compared with overseas competitors' were likely to 
limit export orders and only 17% considered 'political and economic 
conditions overseas' to be a limiting factor. In April only 27% 
mentioned prices while the number concerned about political and economic 
conditions had jumped to 75%. 
The Weir group's financial recovery was underlined by its results for 1981. 
It returned pretax profits of £8.3m in contrast to losses of £8.25m recorded 
in 1980. A final decision to close the Westgarth desalination operation at 
Cathcart has not yet been taken but there has been internal opposition to 
the proposed move of the section to Workingham. 
Weir's are diversifying their production and have recently won an £8m order 
for oil industry equipment in Nigeria. John Brown have secured a £50m 
power station order in Oman although its Russian contract is still in 
jeopardy due to the American trade embargo. 
A £7m investment is to go ahead at the Hoover plant at Cambuslang. In 
order to attract this investment the workforce have agreed not to 
pursue their wage claim unless Hoover's finances show a substantial 
improvement this year. The sit-in at the Plessey factory at Bathgate 
has ended. the Arcotronics company is to take over the company's 
capacitor plants and it is thought that 80 of the 390 jobs at Bathgate 
will be secured with the possibility of some expansion in the future. 
In April the SDA put forward its proposals for the second phase in its long-
term strategy for the electronics industry in Scotland. A division is to be 
set up within the Agency with a budget of £10m to identify and encourage 
commercial opportunities, and university based research. If the strategy 
is successful they consider that up to 30,000 new jobs could be created over 
'79 '81 
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the next three years. Recently two existing electronics companies 
announced expansion plans. Exacta Circuits are to build an additional 
factory in conjunction with the SDA next to their premises in Selkirk. 
Honeywell is to invest a further £1.3m in its Newhome plant and is expected 
to add 100 to its labour force by 1983. 
CHEMICALS. COAL AND PETROLEUM 
and there has been a marked s 
exports in the next twelve 
qualfied by the fact that 58? of 
satisfactory rate of production 
expect that numbers employed in 
months. 
Following the sharp decline of production 
in the second quarter of 1981, output in 
the third quarter rose by 5% to an index 
level of 101. Scottish production in 
the year to September 1981 is 8$ lower 
than for the same period in 1980. The 
April 1982 CBI Survey reveals a more 
outlook among Scottish 
On balance, 29% are more 
about general business 
than four months previously 
a favourable outlook for 
months. However, this optimism must be 
respondents are currently operating below a 
, an increase of 12% from January. 46% 
the industry will fall over the next four 
optimistic 
respondents, 
optimistic 
conditions 
hift toward 
R P Adam, the Selkirk-based maintenance chemical company are planning to 
expand operations both in the UK and overseas in response to increased 
activity. Their investment plans include an extension to the Selkirk 
headquarters of the company, which will permit a four-fold increase in 
output and the construction of a warehouse at Aberdeen to service the oil 
industry. 
Although productivity in the UK industry rose by 15% last 
year it still lags behind its foreign competitors. 
SHIPBUILDING British Shipbuilders have started a three year programme 
AND VEHICLES to boost productivity in their yards by up to 50%. This 
can be seen as part of their strategy to bring 
BS to profitability by 1983/84 and involves bringing 
of UK shipyard consultants who were instrumental in setting up 
th Korea. Since this announcement the workforce at Scott 
e reached a new pay and productivity agreement. It is 
labour disputes have been partially responsible for delays 
contracts such as BP's ESV. These delays could have a 
ffect on future offshore oil orders. 
in the firm 
yards in Sou 
Lithgow hav 
thought that 
on current 
detrimental e 
The outlook for the reduced vehicle sector in Scotland is still uncertain. 
After a critical four week strike against the British Leyland 
rationalisation plans, involving redundancies of 1,300, the workforce at 
Bathgate has returned to work. In spite of recent export orders 
Alexanders, the coachbuilders at Falkirk, are to issue 100 compulsory 
redundancy orders before the summer. The Caterpillar Tractor Company have 
introduced a semi-permanent four day week and 300 redundancies will not now 
go ahead. 
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TEXTILES. LEATHER AMD CLOTHING 
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Following small increases in output in 
the f i rs t half of 1981, Scottish 
production in the third quarter fell by 
5$. The level of production in the 
third quarter of 1981 is 9.3% lower than 
in the same period of 1980. Response 
to the April 1982 CBI Survey reveals at 
best a lessening in the pes s imi s t i c 
outlook of the industry. While 31$ of 
respondents are more o p t i m i s t i c 
about business conditions compared with 
tne previous rour months, 32? are less opt imis t ic . 54$ of respondents 
are operating below capacity, compared with 62$ in the January survey, 
and more than half expect that there may be further reductions in the 
labour force in coming months. the major impediment to output expansion 
remains lack of demand. 
The trade ban imposed on Argentina has caused the cancellation of orders for 
several Borders knitwear companies. I t had been hoped that Argentina, 
although a small market at present, would prove a potential growth area for 
Scottish knitwear firms. 
A consortium has taken over the Lovable Bra Company's factory at 
Cumbernauld, after two unsuccessful takeover bids by other parties. 
Ini t ial ly this will mean the preservation of 90 jobs, but the new owners are 
hopeful that the labour force will expand in the future. 
Output rose by 4$ in the third quarter of 1981, but is 
BRICKS, POTTERY, 10.25$ lower than the level of the corresponding quarter 
CEMENT AND GLASS of 1980 . Comparing output levels for the twelve month 
periods to 1981 with 1980, the level of production has 
fallen by 16$. 
PAPER, PRINTING 
AND PUBLISHING 
Output in Scotland rose by 4$ in the third quarter of 
1981, to an index level of 99. For the year to September 
1981, output was 6$ lower than in the preceding year, a 
relatively better performance than that of the UK, where 
the sector sustained a loss in output of 8$. 
The papermaking industry, which has experienced several closures over the 
past two years, identifies as its major problems the cost of energy, rising 
rates and subsidised foreign competition. 
Bertran's, the tdinburgh firm specialising in paper-making machinery has 
been put into receivership. The company has been deprived of many 
traditional domestic customers because of numerous mill closures in recent 
years. 
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Employment and Unemployment 
Table 1 records employment in Scotland and in England and Wales for the 
period December 1980 to December 1981. 
TABLE 1 EMPLOYEES IN EMPLOYMENT IN SCOTLAND 
AND IN ENGLAND AND WALES (000's) 
SCOTLAND 
Dec 1980 
Mar 1981 
June 1981 
Sept 1981 
Dec 1981 
TOTAL 
1,977 
1,926 
1,927 
1,907 
1 ,878 
MALES 
1,132 
1,103 
1,097 
1,083 
1,062 
FEMALES 
845 
823 
830 
824 
817 
FEMALE/ 
MALE 
RATIO 
0.75 
0.75 
0.76 
0.76 
0.77 
SCOTTISH EMPLOYMENT 
AS A * OF GB 
EMPLOYMENT 
9.26 
9.24 
9.30 
9.26 
9.22 
ENGLAND AND WALES 
Dec 
Mar 
June 
Sept 
Dec 
1980 
1981 
1981 
1981 
1981 
19,366 
18,922 
18,802 
18,689 
18,501 
11 ,267 
11,023 
10,912 
10,849 
10,681 
8,099 
7,899 
7,890 
7,839 
7,819 
0.72 
0.72 
0.72 
0.72 
0.73 
Source: Department of Employment 
In Scotland, total employment fell by 99,000 or 5.0% in the year to December 
1981, compared with a fall of 865,000 or 4.5? in England and Wales. In 
both areas the fall in male employment was relatively greater, accounting 
for 71? of job losses in Scotland and 68? of job losses in England and 
Wales; consequently the ratio of female to male employment has risen in both 
areas, to 0.77 in the former and to 0.73 in the latter. 
The rate of decline in total employment continues to fall from the peaks 
recorded in mid-1981, in both Scotland and England and Wales, but the year-
on-year decline in male employment in Scotland continues to rise, reaching -
6.18? in the year to December 1981. 
The distribution of employment and changes in employment by sector are shown 
in Table 2. In Scotland, as in England and Wales, all sectors showjob 
losses in the quarter and year to December 1981, but the pattern of job 
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TABLE 2 EMPLOYMENT BT SECTOR IN SCOTLAND AND IN ENGLAND 
AND WALES, DECEMBER 1981 
SCOTLAND 
CHANGE IN NOS EMPLOYED 
NO OF % OF SEPT 1981- DEC 1980 
EMPLOYED TOTAL DEC 1981 DEC 1981 
(000's) (000's) 
Agriculture, Forestry 
& Fishing 43 2.29 
Manufacturing 472 25.13 
Construction, Mining 
& Utilities 197 10.49 
Services 1,166 62.09 
TOTAL 1,878 100.00 
( 3.5%) 
( 24.1%) 
7 ( 24.1%) 
14 ( 48.3%) 
2 ( 2.0%) 
_ 44 ( 44.4%) 
- 23 ( 23.2%) 
- 30 ( 30.3%) 
- 29 (100.0%) - 99 (100.0%) 
ENGLAND & WALES 
Agriculture, 
& Fishing 
Manufacturing 
Construction, 
Utilities 
Services 
Forestry 
Mining 
5 
1 
11 
312 
,300 
,485 
,405 
TOTAL 18,501 
1 .69 
28.65 
8.03 
61 .65 
100.00 
15 ( 8.0%) 
93 ( 49.5%) 
45 
33 
( 24.0%) 
( 19.6%) 
4 ( 0.5%) 
- 448 ( 51.8%) 
- 142 ( 16.4%) 
- 269 ( 31.1%) 
-188 (100.0%) - 865 (100.0%) 
Source: Department of Employment Gazette 
Note: Constituent items may not add to totals due to rounding. 
losses differs in the two areas. The figures in parentheses show the 
percentage of total job losses arising in each sector, and reveal that in 
the year to December 1981, a greater percentage of job losses in England and 
Wales have occurred in manufacturing (almost 52%) than in Scotland, for 
which the corresponding figure is just under 45%. In contrast Scotland has 
suffered a greater relative loss of jobs in Agriculture, Forestry and 
Fishing and in Construction, Mining and Utilities. The fall in Services 
employment over the year has been similar in the two areas, but this sector 
has been much more severely affected in Scotland in the final quarter of 
1981, accounting for almost half the job losses in that quarter. 
Table 3 records total and seasonally adjusted unemployment and unemployment 
rates in Scotland in each quarter between April 1980 and April 1982. The 
figures are consistent with the view that unemployment may have levelled out 
at around 13.8%, though equally this may simply represent a temporary 
respite. The direction of future movements in unemployment is not easy to 
predict given present uncertainties over trends in output and productivity. 
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TABLE 3 UNEMPLOYMENT IN SCOTLAND 
April 
July 
October 
January 
April 
July 
October 
January 
April 
1980 
1980 
1980 
1981 
1981 
1981 
1981 
1982 
1982 
TOTAL 
UNEMPLOYED 
201,06? 
236,326 
246,138 
286,602 
287,668 
318,215 
325,446 
346,547 
331,238 
SCHOOL 
LEAVERS 
7,525 
32,514 
16,404 
20,123 
14,237 
29,985 
22,943 
24,642 
18,682 
SEASONALLY 
ADJUSTED 
UNEMPLOYED 
190,900 
205,000 
229,400 
252,500 
270,800 
290,100 
302,100 
307,500 
308,900 
SEASONALLY 
ADJUSTED SCOTLAND/UK« 
UNEMPLOYMENT RELATIVE 
RATE UK = 100 
9 
10 
11 
12.1 
13.0 
13.5 
13.8 
13.8 
140 
136 
131 
120 
120 
120 
118 
117 
116 
•The Scotland/UK relative measures proportionate differences in 
unemployment, it is defined as the percentage ratio of the Scottish 
seasonally adjusted unemployment rate to that of UK. 
Source: Department of Employment 
TABLE 4 REGIONAL UNEMPLOYMENT AND VACANCIES, IN GREAT BRITAIN, 
APRIL, 1982 
UNEMPLOYMENT UNEMPLOYMENT/ 
REGION 
South-East 
East Anglia 
South-West 
West Midlands 
East Midlands 
Yorks & Humber 
North-West 
North 
Wales 
Scotland 
Great Britain 
RATE 
1982 
JAN. 
8.5 
9.7 
10.2 
14.3 
10.4 
12.2 
14.1 
14.9 
14.9 
13.6 
11.5 
(%) 
1982 
APRIL 
8.8 
9.8 
10.3 
14.5 
10.5 
12.4 
14.6 
15.2 
15.2 
13.8 
11 .8 
VACANCIES 
1982 
JAN. 
15.2 
14.2 
17.5 
48.9 
25.7 
34.3 
40.0 
40.5 
29.5 
21.2 
24.0 
RATIO 
1982 
APRIL 
16.0 
14.8 
18.9 
51.7 
23.8 
36.8 
40.1 
39.0 
27.4 
25.5 
25.2 
Seasonally adjusted, excluding school leavers. 
Source: Department of Employment. 
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The Scottish unemployment rate is 16% above that for the UK as a whole, a 
ratio which has declined continuously over the current recession and which 
indicates that Scotland has been slightly less severely affected than the 
rest of the UK. Table 4 compares unemployment rates and unemployment-vacancy 
ratios in the various UK regions. Scotland ranks fifth highest of the ten 
regions in terms of unemployment rates, being exceeded by Wales, the North 
and North-West, and the West Midlands. In relation to unemployment-
vacancies Scotland has the fifth lowest ranking, though her relative 
position in this ranking has slipped in the last quarter. As noted in 
previous issues of this Commentary, however, Scotland's relatively good 
showing on this indicator is not a reliable measure of comparative labour 
market conditions - notified vacancies cover an unknown proportion of actual 
jobs available and the proportion may well vary from region to region. 
The demand for labour is also reflected in statistics of short-time and 
overtime. Here the current indicators are rather more encouraging. The 
number of operatives on short-time working fell sharply in the final quarter 
of 1981, to the lowest level since mid-1979, and the number of operatives 
working overtime showed a modest increase. Since these figures are 
collected quarterly and are influenced by seasonal factors, the data in 
Table 5 are 4-quarter moving averages which give a better indication of 
underlying trends. 
Additionally, the recorded figures for employment and unemployment are 
affected by the operation of special employment and training measures. 
These measures constitute subsidised employment schemes and thus have the 
effect of maintaining employment at a higher level, and unemployment at a 
lower level than would prevail intheir absence. The numbers of people 
covered by these schemes in March 1981 and March 1982 are shown in Table 6. 
TABLE 5 SHORT-TIME AHD OVERTIME WORKING IN SCOTLAND 
4-QUARTER MOVING NO OF OPERATIVES NO OF OPERATIVES 
AVERAGE ENDING ON SHORT-TIME ('000) ONOVERTIME COOO) 
March 1980 
June 1980 
September 1980 
December 1980 
March 1981 
June 1981 
September 1981 
December 1981 
8.6 
11.9 
16.0 
21.3 
26.5 
28.3 
24.7 
18.7 
149.8 
140.2 
138.4 
122.7 
112.3 
105.3 
103.0 
103.1 
Source: Department of Employment 
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TABLE 6 NUMBERS OF PERSONS COVERED BY SPECIAL EMPLOYMENT SCHEMES 
IN SCOTLAND, MARCH 1981 AND MARCH 1982 
SCHEME 
NUMBERS COVERED 
MARCH 1981 MARCH 1982 
TSTWCS* 73,200 
Job Release Scheme 4,763 
Youth Opportunities Programme 20,000 
Community Industry 1,447 
Community Enterprise Programme 
Special Temporary Employment 
Programme 2,900 
Training Places Supported in 
Industry 1,358 
Young Workers Scheme 
TOTAL 103,668 
8,178 
5,110 
26,000 
1,496 
5,700 
1 ,550 
4,671" 
52,705 
* Temporary Short-time Working Compensation Scheme. 
** Cumulative to ta l of applications approved. 
Numbers supported by these var ious schemes have a c t u a l l y f a l l en by near ly 
50J between March 1981 and March 1982, mainly due to the phasing-out of the 
temporary s h o r t - t i m e working scheme. Numbers w i l l r i s e again once the 
Young Workers Scheme which encourages firms to employ school-leavers, gets 
underway. While i t cannot be assumed tha t a l l those covered by such 
schemes would be o therwise unemployed, i t i s highly probable t ha t a l a rge 
proportion would be. 
The present position seems to indicate an improvement in the circumstances 
of those in work, but no sign of an upturn in numbers employed. A 
sustained growth in output at higher levels than presently forecast wi l l be 
needed to have any impact on the to t a l number employed. 
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Regional Review 
UNEMPLOYMENT AND VACANCIES 
Unemployment has dropped m a r g i n a l l y a c r o s s a l l t h e r e g i o n s of S c o t l a n d 
during the f i r s t q u a r t e r of 1982. The f igures shown in Table 1 however are 
not seasona l ly adjusted and as such do not revea l the under lying t r end , t h a t 
of c o n t i n u a l l y r i s i n g unemployment in S c o t l a n d . Those r e g i o n s w i t h 
unemployment r a t e s above the S c o t t i s h average a r e t h e Western I s l e s and 
S t r a thc lyde with unemployment r a t e s of 20.8J and 17.2$ r e s p e c t i v e l y . Since 
unemployment r a t e s a r e not p u b l i s h e d for more l o c a l i s e d a r e a s w i t h i n t h e 
reg ions the t r u e p i c t u r e of s p a t i a l unemployment i s concealed. I t can be 
es t imated however t h a t in some p a r t s of West Cent ra l Scotland in p a r t i c u l a r 
one in t h r ee of the labour force a re j o b l e s s . 
In r e s p o n s e to t h i s problem l o c a l a u t h o r i t i e s have i n i t i a t e d v a r i o u s job 
c r e a t i o n schemes. S t r a thc lyde Regional Council t oge the r with the European 
S o c i a l Fund have r e c e n t l y come up wi th £2m to c r e a t e 2,000 jobs in 
S t r a thc lyde wi th in one year . The scheme opera tes by giving companies 30% 
of t he g r o s s wage of new employees for the f i r s t s i x months of t h e i r 
employment . Af te r one month in o p e r a t i o n 1 ,045 j o b s in 362 f i r m s have 
a t t r a c t e d t h i s s u b s i d y . A second scheme r e c e n t l y announced for t h e 
Mothe rwe l l a r e a has a t a r g e t of 3,000 j o b s in t h e n e x t f i v e y e a r s . Th i s 
p r o j e c t has been drawn up and f i n a n c e d t o the sum of £57m by the S c o t t i s h 
Development Agency, S t r a t h c l y d e Reg iona l Counci l and Mothe rwe l l D i s t r i c t 
Council . £25m i s to be inves ted in the provis ion of fac tory space, £14m in 
i m p r o v i n g r o a d s , w a t e r and s e w e r a g e f a c i l i t i e s , a n o t h e r £14m f o r 
environmental improvements and £4m for workshop development and f i n a n c i a l 
a s s i s t a n c e to f i rms . Yet with unemployment c u r r e n t l y running a t 189,256 in 
S t r a t h c l y d e , these schemes, however va luab le , are marginal when compared to 
the magnitude of the problem. 
The Highlands and I s l ands Development Board (HIDB) have a lso received funds 
from the European Socia l Fund t o t a l l i n g £1m for t r a i n i n g the unemployed and 
t h o s e t h r e a t e n e d wi th unemployment . The money w i l l be given t o p r i v a t e 
s e c t o r f i r m s who t a k e on t r a i n e e s f o r a s s u r e d employment and w i l l cover a 
range of i n d u s t r i e s inc luding a g r i c u l t u r a l eng ineer ing , knitwear product ion, 
p r i n t i n g and e l e c t r o n i c s . Training w i l l a lso be provided by the HIDB for 
f i s h p r o c e s s i n g and f a r m i n g , the s e r v i c i n g of a g r i c u l t u r a l machinery and 
f o r e s t r y . S ince J anua ry of t h i s y e a r 650 t r a i n e e s in t he HIDB a rea have 
been i n v o l v e d in t h e scheme. A f u r t h e r 1,983 t r a i n e e s a r e expec ted to be 
involved by March of next year . 
REGIONAL DEVELOPMENT GRANTS 
S c o t l a n d r e c e i v e d Reg iona l Development Gran t s (RDGs) worth £26.8m in t he 
f o u r t h q u a r t e r of 1981 and £21.6m in t h e f i r s t q u a r t e r of 1982. In r e a l 
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TABLE 1 UNEMPLOYMENT, UMEMPLOTMEIT RITE AMD VACANCIES 
NOTIFIED BY SCOTTISH REGIONS, APRIL 1 9 8 2 
TOTAL UNEMPLOYMENT UNEMPLOYMENT RATE % VACANCIES 
Borders 
Central 
Dumfries & 
Galloway 
Fife 
Grampian 
Highland 
Lothian 
Strathclyde 
Tayside 
Western Isles 
Orkney 
Shetland 
SCOTLAND 
3,475 
16,932 
7,723 
17,902 
15,372 
10,519 
42,905 
189,256 
24,083 
1,728 
752 
591 
331,238 
( 3,671) 
( 17,762) 
( 8,404) 
( 19,456) 
( 16,923) 
( 11,479) 
( 43,555) 
(197,028) 
( 24,865) 
( 1,987) 
( 761) 
( 656) 
(346,547) 
8.9 
14.3 
13.8 
13.1 
8.3 
13.3 
12.5 
17.2 
13.9 
20.8 
12.2 
6.7 
14.8 
( 9.4) 
(15.0) 
(15.1) 
(14.2) 
( 9.1) 
(14.5) 
(12.7) 
(17.9) 
(14.4) 
(24.0) 
(12.4) 
( 7.4) 
(15.3) 
225 
557 
257 
694 
1,995 
848 
1,969 
5,999 
653 
80 
43 
90 
13,410 
( 148) 
( 527) 
( 244) 
( 608) 
( 1,286) 
( 529) 
( 1,600) 
( 5,868) 
( 541) 
( 57) 
( 16) 
( 112) 
(11,536) 
F i g u r e s f o r J a n u a r y 1982 a r e i n b r a c k e t s . Unemployment t o t a l s and 
r a t e s i n c l u d e s c h o o l - l e a v e r s and a r e n o t s e a s o n a l l y a d j u s t e d . 
V a c a n c i e s i n c l u d e t h o s e n o t i f i e d a t C a r e e r s O f f i c e s and t h e 
E m p l o y m e n t S e r v i c e s D i v i s i o n . S i n c e d o u b l e - c o u n t i n g o c c u r s 
v a c a n c y f i g u r e s h a v e t o be v i e w e d a s s l i g h t o v e r - e s t i m a t e s i n most 
r e g i o n s . 
S o u r c e : Manpower S e r v i c e s Commission 
_ REGIONAL DEVELOPMENT GRANTS SCOTLAND ( £ ' s mi l l ion) 
T 1 1 1 1 1—i 1 1 1 1 1 1 1 1 1 1 1 — r — i 1 1—i 
3 k 1 
1976 1977 1978 1979 1980 1981 198: 
S o u r c e : B r i t i s h B u s i n e s s 
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terms t h i s r e p r e s e n t s a drop not only between the two most r ecen t q u a r t e r s 
bu t over t h e p r e v i o u s y e a r . S ince RDGs a re a f a i r i n d i c a t o r of t h e l e v e l 
of investment in the economy, p rospec t s remain gloomy. Kilwinning, I r v i n e , 
Motherwell , Dumbarton, Grangemouth and Fa lk i rk were the areas r ece iv ing the 
bulk of these g r a n t s . 
As an i n s t r u m e n t of UK r e g i o n a l p o l i c y RDGs appea r t o be popu l a r w i th 
m a n u f a c t u r i n g f i r m s . Not only do t hey s u b s i d i s e c a p i t a l i n v e s t m e n t , bu t 
they are received soon a f t e r the c a p i t a l expendi ture has taken place and are 
a u t o m a t i c a l l y a l l o c a t e d . RDGs a r e no t f r e e from c r i t i c i s m however . In 
t h e i r p r e s e n t form RDGs tend t o s u b s i d i s e r e l a t i v e l y c a p i t a l i n t e n s i v e 
i n v e s t m e n t p r o j e c t s and a r e t h e r e f o r e not a lways f u l l y c o s t e f f e c t i v e in 
terms of employment c r e a t i o n , the main ob j ec t i ve of reg iona l po l i cy . At a 
t i m e of h igh unemployment and s c a r c e p u b l i c funds t h e i n t r o d u c t i o n of an 
e m p l o y m e n t c r i t e r i o n i n t o t h e RDG s y s t e m s h o u l d be g i v e n s e r i o u s 
c o n s i d e r a t i o n . T h i s i s a l r e a d y a f e a t u r e of s e l e c t i v e f i n a n c i a l 
a s s i s t a n c e . This type of a s s i s t a n c e helps to s u b s i d i s e c a p i t a l p r o j e c t s , 
t r a i n i n g schemes, and the c o s t s of removal for e s s e n t i a l employees. Unlike 
RDGs r eg iona l s e l e c t i v e a s s i s t a n c e i s not given i f p r o j e c t s would go ahead 
anyway or in cases where investment i s merely d ive r t ed from one l o c a t i o n to 
a n o t h e r w i t h no n e t b e n e f i t t o t h e economy. Moreover t h i s type of 
a s s i s t a n c e i s no t con f ined t o m a n u f a c t u r i n g a c t i v i t i e s as in the case of 
RDGs. 
REGIOIAL EARNINGS 
The average weekly earn ings of a l l employees in Scotland was s l i g h t l y lower 
than in Grea t B r i t a i n as a whole d u r i n g 1981. Male employees earned on 
ave rage £140.00 per week in S c o t l a n d compared wi th £140.50 per week over 
Grea t B r i t a i n as a whole . Female employees in S c o t l a n d , w h i l s t s t i l l 
t e n d i n g t o have lower e a r n i n g s t han t h e i r Grea t B r i t a i n c o u n t e r p a r t , have 
r e c e i v e d s u b s t a n t i a l l y h i g h e r wage s e t t l e m e n t s than female employees in 
Great B r i t a i n when expressed in percentage t e rms . Average weekly earnings 
of f emale employees in S c o t l a n d grew by 16.6% to £87.1 compared wi th only 
16% growth to £91.4 in Great B r i t a i n . 
TABLE 2 AVERAGE WEEKLY EARNINGS BY REGION - APRIL 1981 
Borders 
Central 
Dumfries & Ga! 
Fife 
Grampian 
Highland 
Lothian 
Strathclyde 
Tayside 
Scotland 
Great Britain 
Source: 
lloway 
Scott 
Males 
£ 
118, 
147 
123 
134 
152 
145 
138 
138 
127 
140 
140 
ish I 
.9 
.0 
.5 
.2 
.7 
.3 
.1 
.3 
.2 
.0 
.5 
% cl ange 
1980/81 
12 
12 
11 
10 
14 
19 
13 
13 
16 
13 
12 
Economic ] 
.49 
.73 
.87 
.27 
.90 
.98 
.76 
.27 
.38 
.73 
.85 
Bulletin N 
Females 
£ 
85 
-
88 
93 
83 
91 
84 
87 
87 
91 
o 24, S] 
.5 
.4 
.5 
.6 
.0 
.8 
.0 
.1 
.4 
pring 
t change 
1980/81 
23, 
-
20, 
15, 
14, 
19, 
13 
28 
16 
15 
1982 
.38 
.43 
.71 
.84 
.11 
.52 
.70 
.60 
.99 
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Table 2 i n d i c a t e s t h a t the higher earnings growth by female employees was 
a lso observed throughout the regions of Scot land. Only in the Highland 
region did male employees receive a higher percentage increase in wages than 
females . The predominantly r u r a l a reas of the Borders and Dumfries and 
Galloway regions are at the bottom of the earnings league for male employees 
in terms of both the money wage levels and the earnings growth since 1981. 
The Grampian and Central Regions remain at the top of the earnings table and 
both received above average increases in money wages paid to both male and 
female employees. In Tayside, where male and female average weekly 
earnings are r e l a t i v e l y low compared to other r eg ions , both males and 
e s p e c i a l l y female employees obtained s i g n i f i c a n t inc reases from the 1980 
l e v e l s . I t i s to be hoped t h a t the improved earnings of employees may 
indicate a revival in the Tayside economy. 
The average r eg iona l earnings range from £118.9 in Borders to £152.7 in 
Grampian for male employees and from £83.6 in Highland to £93.5 in Grampian 
for females . Compared with 1980 i t has been the lower earning regions 
which have had the smallest percentage increase in money wages, whilst the 
higher earning regions have obtained the higher percentage increases. In 
other words the l imited evidence from only two years suggest that regional 
d i f fe ren t i a l s in wages may be gett ing wider rather than narrower. 
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Outlook and Appraisal 
The S c o t t i s h economy i s tak ing the f i r s t t e n t a t i v e s t eps towards a recovery 
in i n d u s t r i a l o u t p u t . I n d i c e s of p r o d u c t i o n have s l o w l y s t a r t e d t o edge 
upwards and the r e s u l t s of the Apri l 1982 CBI I n d u s t r i a l Trends Survey show 
a growth in bus iness confidence. While unemployment w i l l cont inue to r i s e , 
t h o s e in work w i l l be faced wi th l e s s s h o r t - t i m e working and i n c r e a s e d 
o p p o r t u n i t i e s for over t ime . The p rospec t s for s i g n i f i c a n t long-term growth 
wi th a c o n c o m i t a n t r e d u c t i o n in unemployment i s , however , dependent on a 
number of f a c t o r s both domestic and i n t e r n a t i o n a l . 
D o m e s t i c a l l y , a number of economic i n d i c a t o r s have g iven t h e government 
grounds fo r c a u t i o u s o p t i m i s m . I n f l a t i o n in March was 10.4? and f u r t h e r 
f a l l s a re expected; the balance of payments recorded a surp lus of £654m in 
F e b r u a r y ; and t h e money supply now a p p e a r s to be w i t h i n t he t a r g e t s s e t . 
These f a c t o r s , w h i l e e n c o u r a g i n g , a r e not in t h e m s e l v e s s u f f i c i e n t 
cond i t ions for growth. The l e v e l of i n d u s t r i a l inves tment , in p a r t i c u l a r , 
g ives ground for concern. In the f i n a l qua r t e r of 1981, c a p i t a l expendi ture 
by m a n u f a c t u r i n g i n d u s t r i e s was £704m, t h e l o w e s t f i g u r e r e c o r d e d in t he 
1975 based s e r i e s . The CBI S c o t t i s h Survey in Apri l compounds t h i s with an 
i n c r e a s e d number of r e s p o n d e n t s e x p e c t i n g t o a u t h o r i s e l e s s c a p i t a l 
e x p e n d i t u r e o v e r t h e n e x t t w e l v e m o n t h s t h a n i n t h e l a s t t w e l v e . 
U n c e r t a i n t y about demand i s t h e r e a s o n most commonly c i t e d as i n h i b i t i n g 
c a p i t a l e x p e n d i t u r e . I n v e s t m e n t i s no t only i m p o r t a n t as a c a t e g o r y of 
demand g e n e r a t i n g c u r r e n t economic a c t i v i t y , bu t a l s o as a means by which 
the long-term growth t rend of p r o d u c t i v i t y can be improved. In the absence 
of i n c r e a s e d i n v e s t m e n t , t h e r e c e n t s u b s t a n t i a l g a i n s in m a n u f a c t u r i n g 
output per head w i l l prove d i f f i c u l t to main ta in . 
I n t e r n a t i o n a l l y , conce rn e x i s t s as t o t h e e f f e c t t he F a l k l a n d s c r i s i s may 
have on the wor ld ' s f i n a n c i a l system. I t has been es t ima ted t h a t 25% of the 
c a p i t a l and r e s e r v e s of t he n ine l a r g e s t American banks would be l o s t i f 
Argentina defau l ted on i t s deb t s . Th is , toge ther with cont inuing problems 
s u r r o u n d i n g t h e s i z e of t h e Uni ted S t a t e s budget d e f i c i t , have p r e v e n t e d 
American i n t e r e s t r a t e s from f a l l i n g . Consequently nominal i n t e r e s t r a t e s 
have remained h igh in most o t h e r c o u n t r i e s which , g iven f a l l i n g i n f l a t i o n 
w o r l d - w i d e , has r e s u l t e d in a r i s e in r e a l i n t e r e s t r a t e s . Unless r e a l 
i n t e r e s t r a t e s s t a r t t o f a l l , growth in the world economy w i l l be c u r t a i l e d . 
C o n v e r s e l y , t he r e c e n t f a l l s in t h e p r i c e of o i l have g iven t h e world 
economy a d e s i r a b l e s t i m u l u s . Cos t s a r e lower (or a t l e a s t not r i s i n g so 
r a p i d l y ) and p u r c h a s i n g power has been r e s t o r e d t o Western consumers . 
However, t h e s e f a l l s have been a mixed b l e s s i n g fo r t h e S c o t t i s h economy. 
Given the high cost of producing North Sea o i l , i t i s becoming inc reas ing ly 
d i f f i c u l t t o j u s t i f y i n v e s t m e n t s so long as p r i c e s a r e low. With an 
e s t i m a t e d 90,000 peop l e e a r n i n g t h e i r l i v i n g from o i l and o i l - r e l a t e d 
i n d u s t r y , a s l a c k e n i n g in t he pace of deve lopmen t s could have s e r i o u s 
consequences. 
Already a number of developments have been postponed. Amongst these are the 
£800m S h e l l / E s s o deve lopment of t h e Tern f i e l d , t he £500m Andrews f i e l d 
p r o j e c t by BP, and t h e £2.3 b i l l i o n ,T-b lock complex by P h i l i p s . The most 
immed ia t e impac t has been on the p l a t f o r m y a r d s w i t h no new major o r d e r s 
expected in the next e ighteen months. The government appear unperturbed by 
t h i s s i t u a t i o n , r e a c t i n g nega t ive ly to o i l indus t ry c la ims t h a t changes in 
t he Pe t ro l eum Revenue Tax sys tem would a l low m a r g i n a l deve lopmen t s t o 
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proceed. Clearly, in the current economic climate, the government does not 
want to forego some of the large sums that this tax yields. However, it is 
worth noting that in addition to the jobs lost, if a development is 
postponed then it yields no revenue whatsoever to the Exchequer. In the 
absence of any government concessions, the supply industries will have to 
try to export more of the products and expertise they have developed over 
the past decade. 
Overall, the prospects for the Scottish economy are opaque. International 
events are such that they are heavily influencing domestic activity, and the 
small increases in industrial output recently recorded need a congenial 
environment if they are to develop into a significant economic recovery. 
Even then, however, it is still unclear as to how receptive the Scottish 
economy will be to any improvement in the world economic environment. As 
pointed out in the UK section, while there are plenty of examples of 
individual firms having responded positively to the pressures of the 
recession, it is still too early to say how representative these firms are. 
However, the low level of investment and lack of investment intentions 
suggests that the rapid growth of productivity may well be short-lived. 
QUARTERLY ECONOMIC FORECASTS 
The outlook for the labour market is less pessimistic than it has been for 
some time. Manufacturing output is increasing and, in consequence, the 
sharp decline in the demand for labour in this sector should be slowing 
down. The number of employees working overtime has been rising since the 
first quarter 1981 (see graph). This is usually the first signal of an 
upturn in the labour market. 
The rate of increase in unemployment has also slowed considerably in recent 
months (see graph). During the period May 1980 to April 1981, seasonally 
adjusted unemployment was growing at about 3% per month. This rate fell 
sharply to around 1% between May 1981 and April 1982. Thus, although we 
expect the level of unemployment to continue to rise, it should do so at a 
slower rate. Hopefully it should level off at around 362,000 in the second 
quarter of 1983. Our detailed forecasts are shown in the table below. 
1982 1983 
2 3 4 1 2 
Manufacturing Output UK 
(1975 = 100) 92 94 94 95 95 
Manufacturing Output Scotland 
(1975 = 100) 92 94 94 95 95 
Manufacturing Employment Scotland 
(000's) 464 459 456 455 450 
Unemployment - Scotland 
(000's) 345 355 359 360 362 
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